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ABSTRACT 

In an examination of the geographic distribution of 
the urban demand for labor and its relationship with unemployment in 
Philadelphia, this study; (1) considers the potential contribution of 
new businesses In rehabilitating the ghettos, (2) examines the 
relative attractiveness of different parts of the city to various 
types of industries, and (3) presents a cross-sectional analysis of 
the industrial employment structure by geographic area. The study 
concludes that the city's slow employment growth has been due to a 
failure to compete with suburban areas for new industries, rather 
than inadequate growth in existing industries. A policy of attracting 
new industry is not considered feasible, because economic forces 
deter business expansion. The findings Indicate that policies should 
be directed toward increasing the productivity and mobility of ghetto 
residents. Programs such as training and urban transit systems should 
be given priority, (BH) 
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Rapid demographic changes in urban areas and related geographic changes 
in racial and income distribution are among the most significant socio- 
economic phenomena of the 1960’s. The relationships among these new 
features of urbanization and the high rate of unemployments poverty, 
deteriorated housing, and inadequate education are today only dimly 
understood . 

Statistics which present only urban and nonurban comparisons in 
unemployment, growth of new job opportunities, crime, etc. are extremely 
misleading. The magnitude and relative importance of each major socio- 
economic problem appears to vary with the size of the city or community 
within the city. In segments of every major urban area thousands of people 
are crowded together in slums where the severity of socio-economic problems 
is many times greater than the more affluent parts of the urban area. The 
differential in the socio-economic conditions within urban areas is certainly 
a major contributor to the changing demography. It is less clear whether 
the slow growth of job opportunities within some sections of the urban area 
increase the severity of many of the serious socio-economic problems which 

plague many parts of our inner cities. 

During the latter part of the past decade policy-makers have recognized 
the need for massive financial aid to our cities. This has led to heavy 
investments to rehabilitate the city. Investment has taken many forms. 
Renewal of dilapidated housing and to some extent eonmercial property, aid 
to educationally disadvantaged children, aid to ghetto businesses and 
manpower retraining efforts have concentrated on the residents living in 
the most blighted sectors of the central cities. Despite the massive 
financial efforts the social indicators of human and physical well-being 
in the city have not improved. Crime rates have risen, the stock of 
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deteriorating housing does not seem to be shrinking, and the educational, 
income and employment opportunity differentials among residents of 
different geographic sectors within the urban areas do not seem to be 
narrowing. In fact, there is a widespread feeling of pessimism about the 
future role of the city in the nation’s social and economic systems. Some 
have questioned whether the large city is a viable unit for providing the 
services and economic opportunities demanded by the population and have 
suggested that public policy should attempt to accelerate the current 
decentralization trends. In contrast, it is frequently pointed out that 
there are serious institutional and economic barriers (such as discrimination) 
which, given further decentralization, will simply worsen the plight of 
millions of slum residents. For the latter, rehabilitation of the inner 
city may be their only chance of economic improvement. 

The choice of an effective urban policy requires a more complete 
understanding of the economic structure of the various segments which make 
up the metropolitan area. If it is assumed that economic opportunity is the 
appropriate linkage between the social decay of the poverty areas and the 
more affluent sections of the city and its suburban ring it seems appropriate 
to make a comparative analysis of selected geographic parts of the metropolitan 
area. The emphasis should be on the potential economic solution to the 
problem rather than the crime rate, the level of poverty, inadequate housing, 
education and lack of skills among the residents, etc,, since these are to 
a large extent symptoms of the basic problem of lack of access to employment 
opportunities. Some aspects of the symptoms do, of course, have to be 
considered but only insofar as they restrict access to available jobs , 

Given this basic premise the microeconomic study of metropolitan areas 
should compare land use patterns in the suburban ring and the city. Specific 

attention should be given to land values so that the cost of redevelopment 
may be assessed. The relationship between industrial land use and 



residential patterns must also be studied. It is important to know 
whether the economic forces shaping the location of industry and the 
movement of the population are increasing the isolation of segments of 
the population from the growing job centers. In this respect the public 
and private transit facilities linking residential and business locations 
is a relevant feature of the job opportunity system. 

The development of a new urban policy should take account of which 
industries are likely to provide the greatest job opportunities for 
unemployed ghetto residents and whether it is feasible to make these 
industries part of an inner city renewal plan. The alternative policy 
of encouraging decentralization and providing programs to ensure that 
inner city residents are able to participate in the growing number of jobs 
outside the inner core must also be examined, • '*•••'. ^ ••• •• 

The present study does not provide all of this information which is 
a prerequisite for a new urban policy. It is however, a preliminary 
examination of the employment structure of a city which is unfortunate 
enough . t O' 'have many of the socio-economic problems found in most urban areas, 

Xt is significant in that it is one of the few studies which has examined 
the geographic distribution of employment within the central city. It is 
unique in that it indicates some of the dynamic changes in demand caused 
by the entry and exit of firms among labor market sej^ients of a large 
metropolitan area. It is in essence a detailed analysis of the industrial 
and geographic distribution of employment opportunities by socio-economic areas 
of the city. In this sense it is an important contribution to the develop- 
ment of solutions to the problems associated with high unemployment within the 
inner city. As outlined in the introduction to the manuscript some of the 

current public policy is supported by the results of the study while other 

* 

policies are considered relatively ineffective. Some readers may find the 
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conclusions drawn from analysis difficult to accept since they challenge 
certain aspects of conventional wisdom in the field of urban labor markets. 

The study was conducted , however, with the intention of providing an approach 1 
which would assist policy-makers in reducing unemployment in the nation's 
ghettoes to the lowest possible levels. The nation currently has no higher 
obligation than to achieve this goal. 
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, INTRODUCTION 

Urban Unemployment : Review of its Nature 

and Some Recommended Policy Responses. 

Persistently high urban unemployment has been one of the most diffi- 
cult unsolved socio-economic problems of the 1960's and it is one which 
is likely to be of urgent concern again in the 1970’s. The problem is 
especially serious because it is geographically concentrated in a few 
subsections of the labor market. The sector where most of this unem- 
ployment is concentrated is in the nonwhite ghettoes where the reinforc- 
ing links between joblessness and poverty, crime and social decay are 
painfully evident. The civil disturbances of the late 1960 's are the 
most striking manifestations of these conditions. 

The fact that the urban unemployment problem has sectoral charac- 
teristics is plainly seen by comparing the unemployment rates for the 
Philadelphia Standard Metropolitan Statistical Area (SMSA) in 1969 with 
that of the central city. The SMSA as a whole, which is usually con- 
sidered to be the labor market for job information proposes, had an 
unemployment rate of 4*3 percent. The unemployment rate for the central 
. city alone, however, was 5.3 percent. Surveys of other cities have 
* shown that the unemployment rates in the racial ghettoes are significantly 
higher than those in the central city. Table 4 in Chapter 1 of this 
study shows this clearly. In Detroit, during 1968-69,’ the unemployment 
rate for whites in the entire SMSA was 3 percent, while the rate for 
nonwhites in the predominantly • nonwhite ghetto areas was 13.5 percent, 

s, * • 

/ 

s , . 
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The goal of low unemployment throughout all sectors of the urban 
labor market can be achieved by adjusting the supply and demand for labor 
in each of the sectors. Manpower legislation and programs which com- 
prise the ''Manpower Revolution" of the ISSO's are designed to deal with 
unemployment problems primarily, by changing the supply of labor skills 
in local areas. Consequently, in dealing with high unemployment in 
certain sectors within the nation's cities programs have provided basic 
education, work experience and some specific skill training. This approach 
assumes that if the unemployed can develop job skills and get some work 
experience, the private sector of the economy- will be capable of supplying 
jobs for them.^ Experience has shown, however, that the private sector, 
though actively seeking to assist hard core unemployed from ghettoes, 
has had only a modest impact on the inner city unemployment rate. The 
success of the private sector in absorbing graduates of manpower programs 
is, of course, likely to vary with the business cycle. Even in periods 
of strong aggregate demand, however, the inner city unemployment rate 
has remained substantially higher than the rate, for the entire urban 
labor market area. 

Rapid changes in both the demographic distribution of the population 
and the industrial structure of metropolitan areas offset the impact of 
changes in labor supply. The migration of unskilled Blacks from depressed 
rural areas to the urban slums appears to be one factor which has negated 
any reduction that manpower programs might have made in the unemployment 



For a similar argument see James L. Sundquisf, "Jobs, Training and 
Welfare for the Underclass," Kermit Gordon, ed., Agenda for the Nation . 
(Washington: The Brookings Institution, 196.9) , p. 55. 



o 

ERIC 



18 



3 



* ✓ 



rates for these areas. Segregated housing patterns usually dictate 
that these migrants, because of their poverty and their race, must re- 
side in the dilapidated housing stock of the central city ghettoes. The 
geographic segmentation of the labor supply is frequently strengthened 
by zoning laws and regulations which restrict all but middle to upper 
income residents from the suburban ring. Con quently, workers with 
the skills necessary for many professional and highly skilled white 
collar jobs most frequently reside in the suburbs. Segregation and in- 
come further segment the distribution of labor supply within the city 
with employees having ability to perform the lowest skilled jobs, 
living in ghetto areas, and the more skilled groups in the labor force 
residing in the nonghetto areas of the city. 

Changes in the special arrangement of labor demand throughout the 
metropolitan area have not coincided with the geographic trend in the 
distribution of labor supply. The highly paid white collar and professional 
jobs have grown fastest in the central business district at the heart of 
the central city, often quite near ghetto areas. In addition, most 
other types of jobs have grown fastest in the suburban ring, out of 
reach of the ghetto resident because of inadequate public transportation 
networks and/or the cost of commuting from the inner city to the subur- 
ban ring. The result is a shortage of service and blue collar workers 
in suburban areas where unemployment is relatively low for all types of 

labor. This contrasts with the central city and ghetto where there is a 

* 

surplus of low skilled workers and, consequently, high unemployment rates. 
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If there are few job opportunities within the reach and capabilities 
of inner city residents it is difficult to place even those trained under 
government programs. Consequently, a manpower policy which concentrates 
soley on changing the nature of* labor supply within the inner city is 
likely to result in only partial success. When faced with the lack of 
any prospect of finding desirable employment opportunities, one would 
expect an individual to adapt a "short time horizon" in the sense that 
the individual's investment in himself as a potential wage earner would 
not be high. 

Available evidence suggests that although there are economic bene- 
fits to the worker who does incur the costs necessary to acquire training 
and experience, the benefit to the ghetto resident may be substantially 
less than it is for other groups of workers. For example, the Manpower 
Report of the President . 1971, noted the smaller rewards from education 
for the central city nonwhite. According to 1965-66 data, the weekly 
wage of white high school graduates was nearly $25 higher than that of 

whites who had not attended high school; for nonwhites the difference 
2 - 

was only $8. Another study found that within 16 slum areas the rate of 
unemployment did not have a significant relation with the level of educa- 

3 

tion attainment. Thus, there is a weaker economic incentive for the 



ghetto youth to stay in school. Similarly, the prospect of a lifetime 



2 

Bennet Harrison, "Education, Training and the Urban Ghetto," 
(Philadelphia : University of Pennsylvania, under grant from the Dept, of 

Labor, Manpower Administration, 1971, unpublished Ph.D, dissertation), p. 103. 

3 

Manpower Report of the President, 1971, p, 93, 
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of "dead end" jobs would not encourage the individual to establish a 
stable work record, but rather to move from job to job at his convenience. 
Such limited employment opportunities also reduce the opportunity cost 
of a police record. Indeed, criminal, activities may compete favorably 
with "straight" society for young ghetto residents. As a way of earning 
a living illegal income in the ghetto is not uncommon, nor is it grounds 
for social ostracism. 

Ghetto residents face several socio-economic disincentives when 
considering whether or not to continue their education or training, and 
these can result in such retraining and employment barriers as lack of 
education, motivation and regular work habits and, in many instances, 
the handicap of a criminal record. These barriers increase the difficulty 
and the cost of rehabilitating the worker in one of the nation's manpower 
programs. If future job opportunities were a more certain prospect 
for ghetto residents, some of these costs might be borne by the individual 
and therefore reduce some of . the difficulties in changing the nature of 



labor supply in the central city, 

A solution to the chronic nature of high sectoral unemployment with- 
in segments of metropolitan labor markets may therefore require changes 
in the demand for labor within the central city in addition to the em- 
phasis of federal manpower policy which has almost exclusively concen- 
trated on the supply of labor. The government's traditional role in 

stimulating labor demand has been through it's macroeconomic policy, 

a 5 * 

Manpower Report of the President, 1971 , p, 99, 
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with only a few very modest programs focused explicitly on creating 

I 

jobs in specific localities. Examples of such programs are the Appala- 
chian Regional Development Act and the Public Works and Economic Develop- 
ment Act , both of 1965, which embody the concept of injecting public 
capital to stimulate economic development and create jobs in depressed 
areas. None of these programs, however, deal specifically with the 
sectoral unemployment of the urban area. The most prominent new approach 
is the one supported by the Nixon Administration in which the ghetto 
businesses are given financial and training assistance. Minority business- 
men are encouraged to start their own small businesses by receiving 
loans and counseling from the Small Business Administration. Another 
approach sometimes followed by state and local governments has been to 
offer locational subsidies to large, established corporations to induce 
them to establish plants within easy access of the ghetto worker. Still 
other proposals suggest community control of the ghetto's resources 
through cooperatives and community development corporations. 

If an effective campaign of "job development" is to be mounted it 

is necessary to have some idea of thie potential effectiveness of each of 

these proposals; In addition, an overall strategy must be developed. 

Should the ghetto areas be treated as underdeveloped nations which need 

to develop their own economies? A program with its major emphasis on 

starting new businesses, cooperatives and community development corporations 

would constitute such an approach. The ghetto would strengthen its 

community identity, develop a stronger political organization and pool 

* 

f 

^Replaces Area Redevelopment Act of 1961 and Public Works Acceleration 

Act of 1962. 
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its resources for investment and self help. It is often contended that 
* such a course of action, while it may improve the quality of life in the 
ghetto in many ways, may not be able to create sufficient numbers of 
jobs to solve unemployment problems. On the other hand, if there is a 
strong secular decline in the economic viability of urban ghettoes, 
perhaps public policy should attempt to assist ghetto residents in mov- 
ing out of the inner city and relocating in the sections of the metro- 
politan area where job opportunities are expanding most rapidly. 

Bearing the above questions in mind, this project is designed to 
examine the geographic distribution of the urban demand for labor and 
its relationship with, unemployment in the city. 



Objectives of the Study 



le first major objective of this study is to evaluate the feasi- 
bility of the approach to urban unemployment problems which would re- 
habilitate the ghetto areas of major cities through the development of 
new enterprises in the ghettoes. Many believe that "such businesses 
will provide for many individuals another way out of the ghetto. They 

will create jobs (and) ... in time, this process will replace the ghetto 

6 

as an entity with flourishing inner cities." The direct employment 
impact of all firms entering, exiting or relocating within the city of 



Philadelphia during a one year period is assessed. Additional informa- 
tion is provided by a survey of the occupational structure of a sample . 
of 200 new businesses. A large part of the analysis is performed by com- 



, Howard J, Samuels, "Compensatory Capitalism" in William P, Haddad 
and G, Douglas Pugh, (eds . ) Black Economic Development (Prentice-Hall 1969) 
p, 62. 
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paring the share of -the dynamic change occurring in the ghetto and non- 
ghetto areas of the city and within the Central Business District. 

The justification for the geographic subdivision of the city is 
based on the existence of significant occupational and industrial 
immobilities which segment the urban labor market into "noncqmpeting" 
groups of workers. In a large city "the internal geographic arrange- 
ments of the labor market compliment and reinforce the occupational and 
industrial boundaries that have been found to exist in local labor 
markets,"^ The solution to high unemployment within some sections 
of cities therefore requires a micro approach which treats the urban 
labor market as a system of geographic "sublabor" markets. 

The study also attempts to examine the relative attractiveness to 
industry of several geographic sections of the city. To facilitate 
this submetropolitan analysis, the city of Philadelphia was broken 
into eight geographic subdivisions which were grouped into three sections 
of analytic importance; the Central Business District, "Ghetto" or low 
income residential areas and "Nonghetto" .or high income residential 
areas. This method enabled the study to accomplish other objectives such 
as examination of the relative attractiveness of these geographic sub- 
labor markets to different types of industry. In this manner it is possible 
to determine if the ghetto is an attractive site for new firms while 
questions on the survey instruments were designed to reveal whether these 

”"7 

William Goldner, "Spatial and Locational Aspects of Metropolitan 
Labor Markets, " The American Economic Review, Vol . 45, March 1955, p. 113. 
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locational decisions necessarily mean employment opportunities to the 
potential labor supply residing near the new businesses* location. 

A final purpose of the study is to present a cross-sectional analysis 
of the industrial employment structure by geographic subdivision of 
the city. The data for this analysis include the employment for all 
firms in Philadelphia in 1968. By providing this information on the 
geographic location of labor demand in relation to the potential supply 
•the study attempts to explain some of the reasons for the high sectoral 
unemployment found in Philadelphia and other cities. 

Data Sources and Method of Analysis . 

The basic data for the study were derived from the mercantile 
license file and the wage tax records of the City of Philadelphia, Each 
new firm is required by law to obtain a license to operate within the 
city and changes of address and exits from business must be reported. 

In this way the location of the firm (by zip code), its Standard Indus- 
trial Classification and its number of employees (from wage tax data) 
were obtained. Each firm was assigned to one of the eight, geographic 
areas of the city and since these areas were classified as ghetto, non- 
ghetto or Central Business District it was possible to compare the em- 
ployment, industrial characteristics of firms* etc, by type of geographic 
location. 

Information was collected on the total population of firms in the 

city in 1968, In addition, the population of entrant, exit and firms 

■ 

which moved within the city was studied for’ 1967, Although these were 
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cross sectional data it did provide some indication of the dynamic changes 
which affect the demand for labor in the city. 

To supplement these data a mail survey and interviews were con- 
ducted on samples of firms entering the city and a suburban county. These 
instruments provided additional information on the characteristics 
of entrepreneurs, their locational decisions and the race and residence 
of their employees. It also provided information on the occupational 
structure of new businesses. 

The analysis of data is presented in three major sections. The 
discussion of some of the dynamic influences in the urban labor market 
includes Chapter I which gives an overview of the employment situation 
in today's large metropolitan areas and of Philadelphia's in particular. 
The socio-economic characteristics of the eight geographic sectors of 
Philadelphia to be used in subsequent chapters are discussed, as are 
the city's changing structure of the industry and labor force. This 
information shows that the urban areas selected for the study is fairly 
diverse in its structure and not atypical of many of the nation's urban 
areas. Chapter II contains the data on the net effect on employment of 
firms entering, exiting and changing location within the city. The 
relative importance of the net employment changes is assessed by geo- 
graphic sector of the city. The occupational implications of the net 
employment changes are discussed in Chapter III, 

The geographic distribution of employment in relation to the rest-, 
dcntial location of the potential labor supply is contained in the second 
major section of the report. Chapter IV presents an industrial breakdown 
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of the dispersion of employment within the city. It also relates these 
dispersion patterns to the commuting time to the center of the city. 
Chapter V compares the industrial structure of each of eight sections of 
t|ie city designated as the system of sublabor markets. 

The reasons and implications of locational choices are discussed in 
the third section. The relationship between size of firm and commuting 
time to center city is discussed in Chapter VI. The important factors 
, in plant location decisions and the implications for the employment of 
local residents are presented in Chapters VIZ and VIII, The personal 
characteristics of "new" entrepreneurs and the variation among industries 
and geographic locations are analyzed in Chapter IX. The final chapter 
integrates the findings and points out some of the public policy impli- 
cations. 

Summary of Findings and Recommendations 

The industrial and employment trends in the Philadelphia metropoli- 
tan area are quite typical of many of the nation's large urban areas. 
During the past two decades employment in the city expanded but its rate 

of growth was about half as rapid as the rate for the entire SMSA, In 

* 

addition, some industries located in the city have actually shown an 
absolute decline in employment. This has occurred for some manufacturing 
industries, transportation and public utilities. 

The study shows that at least for Philadelphia, the relatively slow 
employment growth in the city is not attributable to a large proportion 
of slow growing or declining industries being located in the city. In 
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fact the highly diversified structure of the industry mix in the city 

■has strengthened its economic base. The major reason for the city's 

sluggish growth in employment has been that in the recent past it has been 

unable to compete with the suburban counties in the metropolitan area 

for the location of new industry. This is probably a weakness common 

* 

to many central cities. The employment trend would, of couse , have 
been even more sluggish if Philadelphia had a higher proportion of 
"declining" manufacturing industries such as textiles and apparel. How- 
ever, the diversified nature of its manufacturing has permitted it to 
sustain a slow rate of growth in employment during the past decade. 

The Influence of New Business 

The feasibility of a policy to rehabilitate the ghetto by providing 
incentives to new businesses, which locate in the inner core of the city, 
depends to a large extent on the current geographic distribution of firms 
which enter, exit and relocate within the city. The findings of this 
study show that any policy designed to attract new businesses is operating 
against powerful economic forces and is unlikely to have a. major impact 
on the employment problems of ghetto residents. 

There is a considerable amount of change in the population of firms 
in all major geographic sectors (ghetto, nonghetto and Central Business 
District) of Philadelphia, The extent of these changes is quite similar 
among geographic areas when compared to the population of firms in each 
area. The impact of these changes on the economic future of inner city 
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business and its residents is more accurately assessed by the marginal 
change, that is the net increase (or decrease) in number of firms and 
employment opportunities. The entry and exit behavior of firms in the 
city during 1967 resulted in a net increase of 283 firms in nonghetto 
areas, 67 firms in the Central Business District and only 76 firms in 
the ghet toes. 

The direct employment impact for the city as a whole was an in- 
crease of over 4,000 jobs which is about ,5% of city-wide total employ- 
ment, There was a tendency, however, for non ghetto entrants to be ? 

larger and exits smaller than was the case for ghetto entrants and 
exits. As a result the increase in direct employment attributable to 
the marginal changes in the number of firms was concentrated in the 
nonghetto areas of the city. As a group the ghetto areas actually lost 
450 jobs, although the net loss was entirely attributuable to the 
largest ghetto area of the city which lost over 1,000 jobs. In contrast, 

the net employment impact in the nonghetto areas of the city resulted in 

* 

an increase of some 3,800 jobs. In the Central Business .District em- 
ployment opportunities increased by about 750 jobs, which given the total 
employment in this area, was a rather modest increase and probably reflects 
the density of land use in the downtown area. 

The industrial distribution of the increase in employment generated 
by the net increase in new businesses emphasizes the relative weakness 
of the ghetto areas. The long-run economic future of any section of 
the city is probably improved if* the marginal in businesses and job 







i 






14 

opportunities is fairly diversified. Since the occupational structure 
in a geographic area is influenced by the industrial distribution of 
new firms, it is preferable for a sublabor market to be able to attract 
manufacturing industry as well as firms in the service sector. This 
will ensure job opportunities over a fairly wide range of wage rates. 

The entry-exit behavior of firms throughout the city is heavily 
concentrated in the service sector. Almost 50% of the net increase in 
new businesses were service firms. There was only a net increase of 28 
manufacturing businesses during 1967 and since the average size of exit 
firms was greater than the average size of entrants the employment impact 
of this change resulted in a loss of almost T,000 manufacturing jobs. 

This loss is, however, attributable to the ghetto areas and the Central 
Business District which together lost over 1,700 jobs. There was actually 
a net gain of some 800 manufacturing jobs distributed throughout the 
nonghetto sectors of the city. 

An analysis of the employment changes attributable to the entry- 
exit behavior of the various types of manufacturing firms does suggest 
that the central city, at least outside the ghetto, is still quite an 
attractive location for some types of manufacturing. The central city 
is still an acceptable location if production techniques do not require 
large-scale operations. Consequently, chemicals and petroleum refining 
are likely to decide against locating in the central city while small firms 
in the paper products, fabricated metals, eietrical machinery, industries 

are still attracted to the city as well as the suburban ring. Firms 

* 

which use labor intensive methods of production (e.g., textile and apparel 

Industries) also find the central city an advantageous section for their 

« 
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operations. Although the ghetto appears unable to develop or even 
retain its manufacturing firms the nonghetto areas within the central 
city are still able to attract small manufacturing firms using labor 
intensive methods of production. 

The ghettoes and the Central Business District also showed con- 
siderable weakness in their ability to attract and retain jobs in whole- 
sale and retail trade. It was only in jobs in the service industries, 
usually personal services, that the ghettoes showed any strength. Em- 
ployment' growth in these types of jobs is of much less value than jobs 
in other industries since an expected low employment multiplier for 
the personal service industries is unlikely to result in a significant 
indirect employment growth in the future. 

Considerable expansion and contraction of family businesses also 
occur within urban areas. Since these businesses do not employ a 
work force, their impact on the labor market is quite indirect. The 
entry or exit of an entrepreneur does, however, affect the employment 
status of some individuals though in many cases it may be, of a rather 
temporary nature. For example, in the construction industry the new 
entrepreneur may exit from the industry when building starts or job 
contracts are low and become a member of the labor force, •Frequently, 
the exiting entrepreneur will find employment with another contractor 
in the urban area. 

During 1967 several thousand new entrepreneurs without a work force 
registered in the city. About 40% of these family businesses were es tab 
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lished in the ghetto sections of the city. This compares to only some 

i 

17 % of the new firms with a work force locating in the ghettoes. 

The location of a high proportion of family business in any area 
is a dubious advantage since about 50% of such firms are in wholesale and 
retail trade and an additional 30% in service industries. Since many of 
these firms are rather transitory in nature and have a very uncertain 
furture, the ghetto's success in attracting family business probably 
reflects a basic weakness in the existing industrial structure of the 
ghetto rather than an advantage which will bring long-run benefit to 
the residents of this section of the city. 

The movement of existing firms from one section of the city to 
another changes the geographic distribution of jobs. In 1967 the ghetto 
areas did show some modest net increases in' employment due to the move- 
ment of firms within the city, but the impact on employment was not 
sufficient to alter the conclusion that the locational patterns of firms 
reflect major economic pressures which make the ghetto a relatively 
unattractive environment for new businesses. 

The lack of economic justification for a policy which attempts to 
attract and assist new businesses in the ghetto is further emphasized by 
the apparent relatively slow employment growth of ghetto firms during 
the first few years of operations. The new. ghetto business does not 
only employ a much smaller number of workers than do the nonghetto city 

I 

entrants and suburban entrant firms, but the rate of increase in the 
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ghetto firms’ work force is substantially less than the employment 

increase experienced by new nonghetto and suburban firms during the 

early stage of the firms’ development. This difference applies to 

almost all types of occupations and industries. 

There are apparently strong economic trends within the central 

city which will make it extremely difficult for the ghetto to become 

economically a '.'self sufficient" sector of the urban economy. New 

business is certainly not the appropriate vehicle to achieve a self 

sufficient goal even if such a goal were desirable. New businesses 

locating outside the ghetto appear to do "better" than those locating 

within the ghetto and if public policy is attempting to develop a new 

Black business class (as distinguished from a policy to establish a 

self sufficient ghetto economy) then any assistance to minority business 

men should encourage them to locate in nonghetto areas of the city or 

the Central Business District as well as the ghetto. The study produced 

little evidence that the ghetto, provided relative locational advantages 

for any type of new business. It is possible that some manufacturing 

industries which provide a service to the firms in the Central Business 

District (e.g, printing) may successfully develop in the ghetto where 

space is available at low cost. However, the results show that it is 

most unlikely that new businesses established by individual Blacks will 

generate a strong enough economic base to revitalize the ghetto economy. 

These entrepreneurs should therefore be advised to consider locations 

» 

outside the ghetto. Not only will such a policy provide the minority 
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entrepreneur with a greater chance of success but it will generate 
more job opportunities for ghetto residents, provided the new business 
is located in nonghetto areas close to the core of the city. 

The economic viability of the ghetto will only be achieved if the ■ 
existing businesses retain their current level of output and employment. 
In some instances it may be feasible to provide new economic activity 
by locating government facilities in the ghetto. The solution to high 
sectoral unemployment does not necessarily depend on the economic expan- 
sion of the ghetto provided the ghetto resident can find employment 
opportunities close to the core of the city, 

dceupatlonal and Wage Differentials Among New Businesses 

Occupational data was collected from a- sample of new businesses in 
the city and the suburbs, A comparison of the occupational structure of 
the entrants shows some variation according to the location of the firm. 
The information was only collected from some 4,300 positions and the 
findings therefore cannot be considered definitive. 

Ghetto entrants which are generally substantially smaller than 
either nonghetto or suburban entrants tend to offer proportionally, and 
absolutely, fewer job opportunities which would be considered high in the 
skill hierarchy of occupations. Ghetto entrants have a lower proportion 
of professional and technical occupations and among the service type 
occupations most opportunities are in personal services rather than 
business services. Consequently, ghetto entrants are more likely to 
offer proportionately more of the lower paying jobs. However, for many 
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of the higher skill level occupations (e.g, managerial and professional 
■ technical) the new ghetto firm is likely to pay a higher salary. A 
similar tendency exists for office clerical occupations. For some of the 
lower skilled occupations (e.g. plant clericals) the ghetto firms paid 
less than did the nonghetto firms. 

As expected, the work force of the new ghetto firm is made up of a 
lower proportion of whites than the nonghetto entrants. For the high 
skill (and high pay) jobs, however, a high proportion of employees in 
ghetto firms were white. The salary differences between ghetto and non- 
ghetto jobs in the same occupations is therefore a reflection of the 



lack of skilled labor .and a surplus of semi-skilled and unskilled labor 



residing close to the new ghetto businesses. It seems clear that ghetto 
residents should be trained for some of the skilled occupations in inner 
city businesses. For example, some ghetto residents should be trained 
to compete for the office clerical opportunities in the inner city. 



Employment Opportunities and the Geographic Distribution of Jobs 



le geographic distribution of total city-wide jobs was estimated 
for 1968. This analysis of over 850,000 jobs revealed that about 80% 
of these jobs were located within about 20 minutes highway travel time 



by automobile from the center of the city. ' The geographic area encom 



t 

passed by this travel time was designated as the “core" or ,, inner n section 
of the city. It comprised the southern half of the city, including all 
three ghetto areas along with the Central Business District and one 
nonghetto section of the city. 
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The proportion of employment within the core of the city does vary 

i 

from industry to industry. The high degree of employment concentration 
does suggest that ghetto residents are in close proximity of a substan- 
tial number of job opportunities requiring a wide variety of skills. It 
is for this reason that the approach of the Concentrated Employment Pro- 
gram, which is based on the target area concept in supplying manpower 
services, receives strong support from these findings. 

The policy which attempts to raise the labor productivity of 
residents of the inner city who experience the high unemployment rates 
will, - of course, have a greater change of success if additional steps can 
be taken to ensure that the ghetto resident will apply for jobs in the 
inner city and be hired for the vacant positions. In this respect, the 
findings suggest that improvements in the public transit system within 
the core of the city will make the large number of jobs in the inner city 
more accessable to ghetto residents. This policy is necessary because 
of the very low automobile ownership among ghetto families and because 
the degree of concentration of city jobs declines substantially when 
public transit time rather than highway travel time by private transpor- 
tation is used in calculating the geographic dispersion of employment. 
Some parts of the ghetto areas are apparently somewhat isolated from 
the public transit routes and as a result it may take some 40 minutes to 
travel to the center of the city by public transit compared to 20 minutes 
by automobile. 

The geographic concentre tion. of city jobs within the core implies 
that Improvement in the inner city transportation network will make the 
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vast majority of job opportunities accessable to ghetto residents, 
feasibility of such improvements , of course, depends on the cost of 
the proposed changes. For example, the cost of developing new subway 
routes would be prohibitive given the expected benefits. However, sub- 
stantial changes are possible in surface public transit without in- 
creasing substantial investments by the transit authority. Finally, it 
does seem desirable to experiment with changing the rate structure- of 
the transit system including a low fare (or even zero fare) on reverse 
coimauting during the high peak traffic hours. 

The unemployed ghetto residents should be trained in the types of 
occupations which are expanding, or at least not declining, within the 
core of the city. In addition, industries which have a fairly high 
proportion of semi-skilled and relatively unskilled occupations are 
most likely to provide employment opportunities for trainees. 

If the inner city of Philadelphia is typical of many urban areas 

then a strategy which permits the upgraded ghetto labor force to penetrate 

the work force of existing businesses is the approach which should be 

8 

given highest priority. The success of the penetration strategy requires 
more than simply supplying manpower services to areas with high sectoral 
unemployment * The choice of industries to penetrate is crucial since it 
influences the type of job training provided. In Philadelphia in choosing 

8 

The penetration strategy for improving the labor force status of 
minority groups includes penetrating both entry level jobs and the higher 
skilled jobs in the firm's occupational structure. The policy being ad- 
vocated in this study refers only to the penetration of entry level posi- 
tions. The operation of the firm's internal labor market was not studied. 
For a discussion of the operation of penetration strategy in one metropoli- 
tan area see F, Ray Marshall and James Hefner, "Black Employment in Atlanta 
in Somers (od, ) Industrial Relations Research Association , Proceedings , 
1970, pp. 45-54, ■ , 
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manufacturing industry perference should be given to electrical 
machinery, paper, lumber and wood, printing and publishing. The situa- 
tion will probably be different in other urban areas, but it is ex- 
pected that when the criteria of geographic accessabili ty of jobs, 
occupational structure of industry and industrial employment trend are 
applied, some industries will have greater potential job opportunities 
than others for unemployed ghetto residents who are entering manpower 
training programs , 

The most attractive industrial sectors for the penetration strategy 
in most urban areas are the growth sectors of construction, transporta- 
tion, finance, insurance, real estate services and, of course, government 
employment. With the exception of construction a very high proportion 
of city-wide jobs in these industries are likely to be located in the 
inner core of the city. The location and growth of local government 
employment is encouraging for ghetto residents and any national manpower 
policy which seeks to establish job opportunities in the public sector 
is, depending on the nature of the job opportunities created, likely to 
be of considerable assistance to unemployed inner city residents. Such 
a policy may of course only be a temporary advantage since the number 
of job slots may vary with the unemployment level. In addition, it is 
likely that the concept of public sector employment opportunities, if 
enacted, will result in training or experience job slots rather than 
permanent employment positions. The benefit of such a program will , 
therefore, be in training ghetto residents rather than providing long- 



o 

ERLC 

iamaffamiaaa 



. 38 



23 



term employment, t 

The extent to which trained ghetto residents are able to gain 
entry into existing businesses depends partially on the reduction of 
discrimination in hiring. The policy which seeks to place unemployed 
ghetto residents in existing businesses will be more successful if 
the existing laws on discrimination on employment are effectively 
enforced. The federal government has initiated several quota hiring 
plans in the construction industry. If the experience with these plans 
results in a substantial increase in the employment of qualified Blacks 
in this industry it may be appropriate to consider extending the con- 
cept to other industries. Specific proposals to ensure nondiscrimina- 
* # 

tion are, of course, clearly beyond the scope of this study and are 
only mentioned to illustrate their interdependence with the policy 
of retraining the unemployed for existing central city jobs rather than 
relying solely on the job opportunities created by new businesses. 

The alternative policy of improving employment opportunities in 
existing businesses or developing jobs by encouraging new business are 
not mutually exclusive. Both approaches are likely to reduce high sec- 
toral unemployment. The relative strength of the core of the city in 
the base industries (those which export a high proportion of their output) 
and the non-base industries (those which supply services to the resi- 
dents of the local area) is encouraging for those who are unemployed. 

If the base Industries (usually manufacturing) show some signs of 
weakening in the central city and strengthening in the suburbs the policy 
should be directed towards encouraging existing, or new, city businesses 
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which will provide aneilliary services to the expanding base industries 

I 

in the suburban ring. 

The Entrepreneur and Ghetto Development 

Minority entrepreneurs are. most likely to enter business in the 
wholesale and retail trade and service sectors compared to manufacturing. 
They are also likely to locate in a ghetto section of the city. From the 
point of view of the economic success of the new venture, this is a 
rather disturbing finding and public policy should encourage minority 
businessmen to locate in nonghetto sections of the city which also pro- 
vide considerable small business opportunities. 

There is no evidence that the minority entrepreneur is at a dis- 
advantage with the white businessman in financing the new enterprise. 
However, the Black businessman tends to have less experience before enter- 
ing business and a lower level of formal educational training. For this 
reason it is recommended that perhpas the highest priority in the 
strategy of assisting minority businessmen should be to provide entre- 
preneurial training services as part of the nation's manpower services. 

Plant Location Decisions and Ghetto Unemployment 

• The trend in the pattern of location of existing business also has 
a potential impact on the high unemployment rates in the inner city. 

There are several reasons that firms with a large work force are likely 

* 9 

to provide more potential job opportunities for the unemployed than do 
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firms with a small number of workers. Large firms are likely to have 
a more formal approach towards recruiting and are expected to put less 
stress on recruiting through current employees. Since the unemployed 
ghetto resident may have few acqaintances who are employed regularly 
the more formal hiring methods at least provide an opportunity to apply 
for a vacant position. In addition, larger organizations have to re- 
port the racial composition of their work force to the Equal Employment 
Opportunities Commission and this is likely to restrict extent of dis- 
crimination in hiring. Consequently, any trend for the larger firms 
to locate farther from the center of the city will create labor market 
difficulties for the unemployed ghetto residents seeking job opportunities 
The relationship of size of firm and distance form the core of the 
city was analyzed for manufacturing firms in Philadelphia in 1968. The 
findings suggest that in several industries there is a tendency for the 
larger firms to locate close to the center of the city. This was the 
finding for the apparel, lumber, printing and publishing, leather and 
transportation manufacturing industries. On the basis of accessability 
it therefore appears that these industries provide potential job oppor- 
tunities for disadvantaged workers. ' 

The geographic distribution by size of firm did not provide an 
indication of future trends. For this reason information on the factors 
influencing the choice of location was collected from a sample of city 
and suburban entrant firms. The disadvantages of current locations was 

also studied for both entrant and existing firms in ghetto and nonghetto 

* . • . 

locations, ■ 
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The findings support the theory that nonmanufacturing firms are more 
market oriented and stress economics of localization while the availability 
of space and facilities, its price and ability to expand are the major 
forces pulling manufacturing away from the center of the city. Ironi- 
cally, however, these same forces attract small manufacturing and non- 
manufacturing firms to the city's ghettoes where cheap facilities are 
available close to the Central Business District, Despite these particu- 
lar advantages of the ghetto, the inner city clearly has difficulty in 
supplying the locational characteristics preferred by new firms. The 
overriding issue especially among smaller nonmanufacturing ghetto firms 
is the fear of theft and vandalism. In addition, lack of room for ex- 
pansion, lack of space for customer parking and problems of transpor- 
tation access are generally viewed as disadvantages, which unless dealt 
with by local authorities, may result in a substantial net outflow of 
•businesses from the inner city or at least substantially inhibit the 
location of new firms in the city. It also appears that while improving 
the quality of the ghetto labor force will contribute to a reduction 
in high sectoral unemployment by making ghetto labor more competitive 
with the labor force in other sections of the city* this policy will 
not in itself be sufficient to attract or perhaps even retain jobs in 
the ghetto. Other environmental conditions which new businesses prefer 
may have to be supplied in the inner city. 

The success of the "self sufficiency" approach to reducing ghetto 
unemployment not only depends upon attracting new businesses but on the 
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extent to which these firms employ residents from the surrounding area, 

i 

From the interviews it was found that new businesses recruit a higher 
proportion of their employees from the immediate environment of the 

firm than do businesses which have been established for some time. For 

* 

new ghetto firms, a higher proportion of employees live close to the 
firm than was the case for new nonghetto businesses. The relationship 
is reversed for established ghetto and nonghetto firms. Few existing 
ghetto firms had many employees residing close to the business; most 
employees resided outside the ghetto. On the other hand established 
nonghetto firms had a fairly high proportion of employees living near 
the place of operations. Once the firm is established in the ghetto 
and its work force expands it appears that the proportion of employees 
hired from the immediate environment declines. The established firm 
appears to enlarge the geographic dimensions of its search for workers. 
This may simply be the result of the increase in size of the work force 
but it may also be due to the inadequate supply of labor of the quality 
preferred by businesses in the ‘inner city. 

The residential location of the firm's employees also varied among 
industries. There was some evidence to support the view that for manu- 
facturing and service firms a fairly high proportion of the work force 
lives a substantial distance from the place of opera tions . Among whole- 
sale and retail trade firms, expecially for the new firms, there was a 
tendency for the work force to be recruited from the residential area 
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The means of travel to work used by the employees of the firms 
surveyed reveal some interesting results. The automobile was the pre- 
dominant method of getting to work and walking was relatively unimportant, 
though nonghetto firm employees did walk more than employees of firms 
in other geographic areas. As expected employees working in central 
business district firms tended to use public transportation. This is be- 
cause it is feasible to have such a transportation system in high density 
work place areas. It was somewhat surprising that employees of nonghetto 
firms used public transit more frequently than employees in ghetto firms. 
The extremely heavy reliance of employees in ghetto firms on the auto- 
mobile suggests that large sections of ghetto areas are isolated from 
public transit routes. The average daily travel time data utilized in 
studying the distribution of total employment in the city tends to 
support this finding. It appears that not only is the ghetto resident 
working in nonghetto sections of the city without adequate public transit 
but those working in the ghetto (no matter where they reside) also ex- 
perience the same problem and rely heavily on the automobile to travel 
to work. 

Several general public policy implications seem to emerge from the 
results of this study. First, the problem of high unemployment in sectors 
of urban labor markets is only likely to be solved if several strategies 
are followed concurrently. For example, improvements , in the public 
transit system in inner cities will reduce worker immobilities among 
various "sublabor** markets within the city and at the same time improve 



the locational advantages for firms considering locating in the city. 

A policy which attempts to raise the productivity of the ghetto labor 
supply is also likely to be more effective if the geographic boundary 
of the worker’s preference for place of employment are enlarged through 
better transit facilities within the city. 

A second major policy implication of the findings is that despite 
the interdependence of policy strategies there is clearly an order of 
priority .among possible solutions to urban employment problems. Since 
the vast majority of job opportunities are located in the core of the city, 
raising the productivity of ghetto residents is clearly the policy which 
should be given top priority. The importance of this particular recom- 
mendation will, of course, vary with the industrial and residential, 
structure of each urban area but no other policy (e.g. enforcement of 
nondiscrimination in hiring, improved transit etc.) even in a city 
where job opportunities are not concentrated geographically, is 
likely to be of any consequence to hard core ghetto residents unless 
their labor skills are improved. 

A policy which attempts to create some urban environmental struc- 
tural changes should also be given high priority. These changes include 
selective changes in urban transit systems within the inner city and a 
restructuring of the fare system in' public transit. Programs to 
reduce the level of crime, especially crimes of violence and crimes 
against property should also make the central city a more desirable lo- 
cation for business. This particular policy should be given a high priority 
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mainly because there is evidence to suggest that businessmen believe 
that environmental problems in the inner city are very serious and unless 
corrected may lead to a substantial migration of business. A reduction 
in the level of urban crime will not necessarily generate more job oppor- 
tunities, but it will help retain existing jobs. 

The findings strongly suggest that a policy which encourages new 

ghetto businesses should be given a low priority since they have a 

\ 

low payoff in terms of job opportunities for ghetto residents. If the 
policy goal is to increase the number of minority businessmen then it is 
essential that minority businessmen be encouraged to locate in nonghetto 
areas. There may, of course, be exceptions to this general recorranendation. 
There have been examples of successful comnunity sponsored business pro- 
jects in the ghetto and these may be worth supporting. Experience has 
shown, however, that the cost of subsidizing such projects is high and 
the increase in job opportunities very small. The policy of aid to 
minority businessmen, when given, should emphasize management training 
for the new entrepreneurs rather than a subsidy for starting business in 
a section of the city which has serious locational disadvantages. The 
rehabilitation of the ghetto, including the reduction' of high unemployment, 
can clearly not be achieved through acts of heroism performed by indivi- 
dual minority entrepreneurs, * 
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CHAPTER I 




TRENDS IN THE URBAN SUPPLY AND DEMAND FOR LABOR 

Statistics indicate that during the 1960’s the unemployment rate for 
the population living in urban areas of the United States has fallen. 

This improvement has been experienced by both whites and non-whites, as 
is shown in Table 1, Despite these advances in the aggregate, the 
demographic features of the urban population, residential segregation and 
changing patterns of industrial location have combined to create high 
rates of unemployment .in the racial ghettos of most large metropolitan 
areas. This situation is clearly one of sectoral unemployment, which, as 
explained earlier, exists when the unemployment rate in a particular 

sector is high relative to the rates experienced in the rest of the 

, \ 

labor market. 

Sectoral Unemployment Rates 

The unemployment situation in metropolitan areas (which usually 
coincide with the boundaries of the statistical collection unit described 
as an urban labor market area) can perhaps best be appreciated by 
considering it as composed of three geographic sectors: the suburban 

ring, the non-ghetto sections of the central city and the ghetto sections. 
The most severe unemployment and associated poverty problems are in the 
ghettocs. Here .the population is largely nonwhite, poor and living in 
dilapidated housing. Crime rates are much higher than in other parts of 
the metropolitan area and for many ghettoes business and employment are 
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